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Internal Revenue Service Department of the Treasuy 
District Director. 

*****  * * * * * *  **** ******* *****  
*********** * *  * * * * * * *  

Date: APR 04 K B ~  
********* ************ *** Person t o  Contact: 

******** * * * * *  * *** * **** *** * * * * * * * * *   
- -.-- * * *  *************** * * * * * *   - Telephone Number: 

************* **** * * * * * * *  ****** **********  
Refer Reply to :  
***** *****  

CECTIFIED H A I L  -- 
Oear App l icant :  

We have considered your a p p l i c a t i o n  f o r  tax-exempt s t a t u s  under 
s e c t i o n  501(c) (3)  o f  t h e  I n t e r n a l  Revenue Code. 

The evidence presented d i sc losed  t h a t  you were inco rpo ra ted  on 
****** ** *****  under the  Nonstock Corpora t ion  Act  o f  t h e  s t a t e  o f  
************* .  

The purposes f o r  which the  c o r p o r a t i o n  was formed a re  as 
f o l l o n s :  

To operate e x c l u s i v e l y  f o r  c h a r i t a b l e  and educat iona l  
purposes, a l l  f o r  t h e  p u b l i c  wel fare,  and t o  t h i s  end, t o  
promote, encourage and a s s i s t  t h e  advancement o f  c u l t u r a l  
s o c i a l ,  educat ional ,  c i v i c  and economic l i f e  i n  t h e  ********  
***********   Area; t o  promote ********* ***********   throughout  t h e  
coun t ry  as a  d e s i r a b l e  p lace  t o  l i v e ,  work, and v i s i t ;  t o  
encourage and a s s i s t  o t h e r  c h a r i t a b l e ,  c i v i c ,  and c u l t u r a l  
o r g a n i z a t i o n s  i n  ********* ***********  ; t o  escaurage s o c i a l  
i n t e r c o u r s e  and f r i e n d s h i p  among the  r e s i d e n t s  o f  ********  
***********   through the  promot ion o f  music and t h e  a r t s :  t o  
s o l i c i t  donat ions o f ,  accept and rece ive  p roper t i es ,  monies o r  
s e c u r i t i e s  by v i r t u e  o f  g i f t ,  g rant ,  bequest, dev ise  o r  
otherwise,  and t o  hold, c o n t r o l ,  admin is te r ,  i n v e s t ,  re - i nves t ,  
a c c u r u l a t e  and g e n e r a l l y  ca re  f o r  any and a l l  funds and 
proper ty ,  r e a l  and personal ,  which from t ime t o  t ime  may be 
given, granted, bequeathed, devised o r  o therwise  conveyed, o r  
made a v a i l a b l e  t o  t h i s  c o r p o r a t i o n  e i t h e r  u n c o n d i t i o n a l l y ,  upon 
cond i t i on ,  o r  i n  t r u s t  f o r  s p e c i f i e d  purposes td i th in  the  
l i m i t a t i o n s  o f  t h i s  C e r t i f i c a t e  o f  I nco rpo ra t i on ;  and t o  
d isburse  such funds and p r o p e r t y  o r  t h e  income therefrom, i n  
a id2ng,  supplementing, improving and promoting ********  
***********  ; and g e n e r a l l y  t o  do any th ing  necessary o r  expedient 



The i n f o rma t i on  submit ted w i t h  your App l i ca t i on  Form 1023 
i n d i c a t e d  t h a t  your pr imary a c t i v i t y  cons is ts  o f  conduct ing an 
annual f e s t i v a l  i n  t he  l o c a l  community. The f e s t i v a l  i s  open t o  
t h e  general  p u b l i c  and fea tu res  musical and o ther  enter ta inment  
and t he  sa le  o f  food and beverages. The f e s t i v a l ' s  aim i s  t o  
promote c i v i c  p r i d e  i n  the  community and t o  develop t he  economic 
aspects o f  the  region. 

Other a c t i v i t i e s  conducted o r  sponsored by  t h e  o rgan i za t i on  
i n c l u d e  a  business and i n d u s t r y  expos i t ion ,  an annual t r ade  show 
i n  which l o c a l  businesses d i s p l a y  t h e i r  va r ious  products and 
se r v i ces  t o  the  general  p u b l i c ;  an annual road race and an . . o u t i n g  a t  a  l o c a l  amusement park. 

Sec t ion  501(c) (3)  of the  C ~ d e  provides,  i n  pa r t ,  f o r  the  
exemption from Federal income t ax  o f  o rgan iza t ions  organized acd 
operated e x c l u s i v e l y  f o r  c h a r i t a b l e ,  r e l i g i o u s ,  s c i e n t i f i c  or, 
educat iona l  purposes, no p a r t  o f  the  ne t  earn ings o f  which 
i nu res  t o  t he  b e n e f i t  o f  any p r i v a t e  shareholder o r  i n d i v i d u a l .  

I.Q order  t o  q u a l i f y  under I R C  501(c)(3) ,  an o ~ g a n i z a t i o n  must be 
bo th  "organized" and "operatedn,exclus ively  f o r  one o r  more 
purposes s p e c i f i e d  i n  t h a t  sect ion-.  I f  t he  o rgan i za t i on  f a i l s  
t o  meet e i t h e r  t h e  o rgan i za t i ona l  t e s t  o r  t h e  opera t iona l  t e s t ,  
i t  i s  n o t  exempt. (Regs. 1 . 5 0 1 ( ~ ) ( 3 ) - l ( a ) ( l ' ) ) .  The 
o rgan i za t i ona l  t e s t  r e l a t e s  t o  t he  r u l e s  f o r  governing an 
o rgan i za t i on  and t he  purposes s t a ted  i n  i t s  a r t i c l e s  o f  
o rgan iza t ion .  The opera t iona l  t e s t  r e l a t e s  t o  t he  
o rgan i za t i on ' s  a c t i v i t i e s .  

Sec t ion  ? . 5 0 1 ( c ) ( 3 ) - l ( c ) ( l )  o f  t he  Regulat ions s t a t e s  t h a t  i f  
more than an i n s u b s t a n t i a l  p a r t  o f  an o;ganizat ion's a c t i v i t i e s  
i s  n o t  i n  fu r therance o f  exempt purposes, t he  o rgan i za t i on  w i l l  
no t  be regarded as exempt. 

I n  B e t t e r  Business Buresu v. U.S,, 326 U.S. 279 ( 1 9 4 5 ) ,  the 
Supreme Court s t a t e d  t h a t  t h e  presence o f  even a  s ing le ,  
non-exempt purpose, '' more than i n s u b s t a n t i a l  i n  nature,   ill 
de fea t  exeapt ion under Sect ion  501(c) (3)  o f  the  Code, regardless 
o f  t h e  manner o r  importance o f  t he  t r u l y  exempt purposes. 

Sec t ion  1 . 5 0 1 ( ~ ) ( 3 ) - l ( d ) ( 2 )  o f  t he  Regulat ions prov ides t h a t  the  
term " cha r i t ab l e "  inc ludes r e l i e f  o f  the poor and d is t ressed,  
advancement o f  educat ion and science and the  promotion o f  s o c i a l  
wel fare designed t o  accomplish any o f  the above purposes. 



p a r t ,  t h a t  t h e  term " e d u c a t i o n a l "  r e l a t e s  t o  t h e  i n s t r u c t i o n  of  
t h e  p u b l i c  on s u b j e c t s  u s e f u l  t o  t h e  i n d i v i d u a l  and b e n e f i c i a l  
t o  t h e  community. Museums and schoo l s  a re  i n c l u d e d  i n  t h e  
examples o f  e d u c a t i o n a l  o r g a n i z a t i o n s  which, if t h e y  o t h e r w i s e  
meet t h e  requ i remen ts  o f  s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  Code, may 
q u a l i f y  under t h i s  s e c t i o n .  

Revenue R u l i n g  71-545, 1971-2 C.B. 235, h o l d s  t h a t  an 
o r g a n i z a t i o n  t h a t  conauc ts  an i n t e r n a t i o n a l  e x p o s i t i o n  
commemorating c e r t a i n  h i s t o r i c a l  even t s  and c u l t u r a l  
ach ievements  and e x h i b i t i n g  p r o d u c t s  o f  v a r i o u s  n a t i o n s ,  
q u a l i f i e s  f o r  exempt ion under s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  I n t e r n a l  
Revenue Code. 

The annual  f e s t i v a l  conduc ted  b y  you r  o r g a n i z a t i o n ,  u n l i k e  t h e  
e x p o s i t i o n  p resen ted  i n  Rev. Rul .  71-545, does not endeavor t o  
e n l i g h t e n  peop le  on t h e  impor tance  o f  c e r t a i n  h i s t o r i c a l  even ts  
o r  t1ae c u l t u r a l  achievements o f  v a r i o u s  n a t i o n s .  

The f e s t i v a l s  a c t i v i t i e s  a r e  n o t  i n  f u r t h e r a n c e  o f  c h a r i t a b l e  
purposes  as  used i n  i t s  g e n e r a l l y  accepted l e g a l  sense n o r  do 
t h e y  s u p p o r t  an o v e r a l l  e d u c a t i h n a l  theme. 

W h i l e  you r  a c t i v i t i e s ,  t aken  as a  whole, may b e n e f i t  t h e  
community, t h e y  do n o t  f u r t h e r  exempt purposes w i t h i n  t h e  
meaning o f  s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  Code. There fo re ,  we have 
de te rm ined  t h a t  you a r e  n o t  ope ra ted  e x c l u s i v e l y  f o r  c h a r i t a b l e ,  
e d u c a t i o n a l  o r  o t h e r  exempt purposes s t a t e d  i n  s e c t i o n  5 0 1 ( c ) ( 3 )  
o f  t h e  Code. 

A c c o r d i n g l y ,  we conc lude  t h a t  you do n o t  meet t h e  requ i rements  
f o r  exempt s t a t u s  under s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  Code and 
p ropose  t o  deny y o u r " r e q u e s t  f o r  exempt ion under t h a t  s e c t i o n .  

You a r e  r e q u i r e d  t o  f i l e  a  t a x a b l e  r e t u r n  Form 1120 o r  1041 w i t h  
t h e  D i s t r i c t  D i r e c t o r  o f  I n t e r n a l  Revenue Se rv i ce .  P lease send 
t h e  r e t u r n  t o  t h e  I n t e r n a l  Revenue Serv ice ,  P.O. Box 1680, 
Genera l  Pos t  O f f i c e ,  B rook l yn ,  NY 11202. 

C o n t r i b u t i o n s  made t o  you a r e  n o t  d e d u c t i b l e  by t h e  donors as 
c h a r i t a b l e  c o n t r i b u t i o n s  as d e f i n e d  i n  s e c t i o n  1 7 0 ( c )  o f  t h e  
Code. 

If you do n o t  agree w i t h  t h i s  d e t e r m i n a t i o n ,  you may reques t  a  
Conference w i t h  t h e  Reg ioaa l  D i r e c t o r  o f  Appeals by  p r o t e s t i n g  
i n  accordance w i t h  t h e  enc losed  i n s t r u c t i o n s  w i t h i n  30 days. 

P r o t e s t s  s u b m i t t e d  wh ich  do n o t  c o n t a i n  a l l  t h e  documentat ion 
s t a t e d  i n  t h e  i n s t r u c t i o n s  w i l l  be r e t u r n e d  f o r  comp le t i on .  



If we do not hear from you within that time this determination 
will be considered final and the appropriate State Officials 
will be notified. 

If you do not protest this proposed determination in a timely 
manner, it will be considered by the Internal Revenue Service as 
a failure to exhaust available administrative remedies. Section 
7428{b)(2) of the Internal Revenue Code provides in part that "A 
declaratory judgment or decree under this section shall not be 
issued in any proceeding unless the fax Court, the Claims Court, 
or the District Court of United States for the District of 
Columbia determines that the organization involved has exhausted 
administrative remedies available to it within the Internal 
Revenue Service." 

'' * * * * ********

***** 
District Dire'ctor 

cc: ****** * *  ************
******** ** *********
********************* 
*********** *********

Enclosure: Public'ation 892 


